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Latin America in the World Economy 


The Economic Survey of Latin America, presented to 
the 8th Session of the Economic Commission for Latin 
America in Panama City, reports that 1958 was a bad 
year for Latin America’s foreign trade. The recession 
in the United States was only a supplementary influence 
in this situation and, apart from the recession, most 
Latin American commodity markets would in any case 
have weakened in 1958. Prices had begun to fall before 
the recession began, and the decline continued after 
activity had recovered markedly in the United States. 
The central problem for Latin America is the chronic 
weakness in commodity markets, where during the last 
four years the prices of Latin American exports have 
fallen by more than 10 per cent. After the needs of 
reconstruction and rearmament had been satisfied, the 
demand for many raw materials and foodstuffs has 
grown comparatively slowly, in many cases more slowly 
than the capacity to supply the demand. Additional 
factors have to be taken into account in relation to 
many individual prices, but the more important under- 
lying explanation is to be found in the fact that, if 
growth in the industrial countries had been maintained 
at the rate of 1951-55, Latin American price levels 
would now have been very different. 

The experience of recent years has also revealed the 
full extent of market imperfections in the postwar econ- 
omy, affecting manufacturing, agriculture, and mining. 
If the price mechanism operated freely in the industrial 
countries, prices of manufactures would fall noticeably 
when surplus capacity appeared, because of intensified 
competition. This has not happened on any consider- 
able scale in recent years either in North America or in 
Western Europe, even in countries where there was a 
recess.on. The steel industry, for example, reacted to 
steeply declining demand by cutting output (which fell 
to less than 50 per cent of capacity in the United States) 
rather than by reducing prices, which in some countries 
continued to rise. Even in 1958 there were only slight 
falls in the prices of certain manufactures, to offset the 
effect of the large and general deterioration of primary 
commodity prices. Moreover, restrictive practices that 
restrict the volume of manufacturing production also 
diminish the demand for primary commodities. 


The impact of the recession upon primary producers 
in the industrial countries has been softened by resort 
to subsidies, inventory building, tariffs, and quotas. It 
is, moreover, impossible for Latin American economies 


based on exports of commodities of which the United 
States negotiates substantial exports under the terms of 
Public Law 480 to compete with the credit terms 
offered for the disposal of U.S. surpluses, and Latin 
American countries have, therefore, been outbid in a 
number of important, or potentially important, markets. 
Domestic mineral producers have also enjoyed special 
protection of various types in the United States. Autarkic 
policies which aim at the creation of favored markets for 
agricultural and mineral producers inside the industrial 
countries affect world prices directly by compelling for- 
eign producers to seek buyers elsewhere. The accumu- 
lation of inventories to support prices depresses markets 
and threatens to disrupt them. Of greater significance 
is the fact that economic nationalism tends to prevent 
the structure of economies from making adjustments 
to fundamental economic trends. If competition were 
the rule in the industrial countries, domestic primary 
producers who failed to increase their productivity 
sufficiently to cover the rising wage levels in manufac- 
turing would lose their markets, and especially their 
export markets, to foreign competitors. This would 
stimulate the growth of primary producing regions else- 
where and expand the export markets for manufactures. 

The use of very high customs duties as a means of 
raising revenue is another important cause of market 
imperfection. The duties imposed in some countries on 
tobacco, on coffee and cocoa, or on petroleum are im- 
portant illustrations. 

The conflict in Latin America between continued 
economic growth, which requires increasing imports of 
materials, fuel, and equipment, and the semistagnation 
in the purchasing power of its exports has been building 
up since 1955. The conflict, shown by pressure on 
exchange reserves and currency devaluations, despite 
severe restrictions on imports, lies at the heart of Latin 
America’s current economic problems. It explains to a 
great extent why governments have felt it necessary to 
adopt stabilization policies and to eliminate or postpone 
development projects. The two problems of external 
and internal balance are closely connected. Shortages 
of imports lead to sharp increases in their local prices, 
and these increases, which are now largely items in the 
costs of industry, have aggravated inflationary tend- 
encies. Only the credits made available from U.S. 
sources and the International Monetary Fund, which 
prevented more severe restrictions having to be imposed 
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on imports, have checked the development of more 
dangerous inflationary situations. 

Under the impact of all these influences, the rise in 
Latin America’s output has slowed down. Total gross 
product, which rose by 12 per cent between 1953 and 
1955, increased by only 7 per cent between 1955 and 
1957, and the rate of increase was slower in 1958. 
Per capita output, after growing about 11 per cent in 
1950-55, has risen little since 1955. 

Overseas developments have not been the only cause 
of balance of payments problems in Latin America. 
Many countries have done little to divert resources from 
coffee to other crops, though it has been evident for 
some years that an unmanageable surplus was appearing 
in the world market. Some exports could have been 
expanded if the prices set for them had not been kept 
at an unsuitable level. Unbalanced development pro- 
grams have often led to the enlargement of finishing 
industries, with heavy import requirements, while insuf- 
ficient initiative has been shown in producing import 
substitutes for raw materials, intermediate products, and 
fuels, especially petroleum. Neglect of agriculture has 
caused some countries to import food that could have 
been easily produced at home. In many countries, 
subsidies have been highly irrational, being applied, for 
example, by special exchange rates to fuels, materials, 
and food that absorb scarce foreign exchange. Per- 
sistent budget deficits and expansive monetary policies 
have played a part in generating and maintaining infla- 
tion. Large and general wage increases have helped 
speed inflation without, except temporarily, alleviating 
the condition of wage earners. On the other hand, 
undiscriminating stabilization policies, framed without 
taking account of different conditions in different indus- 
tries, have reduced output and caused unemployment, 
even in sectors such as construction or road building, 
which neither require heavy imports nor make demands 
on scarce domestic resources, without succeeding in 
halting inflation. In some countries there has been no 
central economic scheme to ensure that policies in dif- 
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U.K. Exchange Reserves 


The U.K. gold and convertible currency reserves rose 
by £40 million during April, to £1,161 million, the 
highest figure recorded since the third quarter of 1951. 
The only special payment affecting the reserves in April 
was £4 million paid under the debt settlement scheme 
which accompanied the winding up of the European 
Payments Union. 

The increase in April probably owes much to the 
increased foreign earnings of the rest of the sterling 
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ferent fields shall be consistent with each other and, at 
the same time, with the objectives of economic growth 
and price stability. 

The solution of severe internal problems is much 
more difficult if there is little or no room to maneuver 
in foreign economic policy. It is harder to achieve the 
necessary structural adjustments if policy has to be 
implemented within a framework of stable per capita 
income, for sacrifices for some groups are then inevita- 
ble. Unless the trend of demand is upward, or protection 
is reduced in the industrial countries, there is little that 
primary producing countries, as a group, can do about 
their exports: the gain of one will be the loss of another. 
The rate of growth in Latin America will continue to 
depend to a considerable extent on the future shape of 
growth trends in the industrial countries. A great deal 
depends on how the recent moves toward convertibility 
and the reduction of trade barriers in the European 
Common Market affect the rate of growth of the indus- 
trial countries. These measures ease the flow of trade 
and enable its direction to become more rational, and 
investment in the European Economic Community 
should be stimulated. But now that exchange and trade 
controls have been largely abolished, countries which 
have expanded rapidly may find that the only solution 
for any balance of payments difficulty is to slow down 
the rate of expansion. Additional discrimination in the 
European Common Market may reduce Latin Amer- 
ica’s share in this market. Unless there is greatly 
increased foreign investment in Latin America, its 
imports may have to be held at levels which make it 
necessary to restrict, directly or indirectly, the rate of 
growth in a number of countries, particularly in view 
of the importance of the formidable short-term debts 
that are the legacy of the balance of payments deficits 
of past years. 

Source: Economic Commission for Latin America, 
Economic Survey of Latin America, 1958 
(UN Document E/CN.12/498), Panama City, 
Panama, May 1959. 


area as demand has picked up noticeably in recent 
weeks for important industrial raw materials exported 
from that area. The impact on reserves of any tend- 
ency for the U.K. balance of payments on current 
account to become less favorable as a result of falling 
exports and higher payments for imports may indeed 
be offset for some time to come by higher foreign earn- 
ings by the rest of the sterling area (see this News 
Survey, Vol. XI, p. 341). The increase may also be in 
part a result of capital movements. Apart from the 
inflow of portfolio investment capital, about which 
nothing very precise is known, non-sterling countries, 
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particularly OEEC countries, may still be building up 

their sterling balances. 

Sources: The Times and The Financial Times, London, 
England, May 5, 1959. 


French Exchange Reserves 

By the end of April the Bank of France had completed 
the return to the French banks of the US$340 million of 
foreign exchange which had been deposited with it in 
order to strengthen the Bank’s foreign exchange reserves. 
Compulsory deposits of this kind are no longer required. 
Source: The Times, London, England, May 5, 1959. 


Settlement of Norway's EPU Debt 

At the time of the liquidation of the European Pay- 
ments Union, Norway had a debtor position toward 10 
countries and a creditor position toward 4 countries; the 
net debt amounted to 87.1 million units of account 
(1 unit of account—US$1). Agreements have now 
been reached with 13 countries about repayment of the 
EPU debt. In most cases the repayments will take 
place over a 6-year period at an interest rate of 4 per 
cent. However, for Sweden and the United Kingdom the 
period of repayment is 7 years. With 3 countries, where 
the amounts involved are small (Norway’s debt to 
Greece and claims on Iceland and Portugal), settlement 
will take place in cash; and for Austria, Italy, and Den- 
mark, Norway’s debt will be repaid in 3 years at an 
interest rate of 2.75 per cent. Norway's largest debtor, 
France, has been granted the same terms of repayment, 
6 years at an interest rate of 4 per cent, as Norway 
obtained from its largest creditor, West Germany. An 
interim agreement has been reached with Belgium and 
the Netherlands, and a special agreement has been 
reached about repayment of Turkey’s debt to Norway. 
Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 

way, May 6, 1959. 


Housebuilding Finance in Sweden 

The Swedish commercial banks propose to set up a 
new company to provide mortgage loans for personally 
owned houses in towns and urban districts, and thus to 
reduce the capital costs of one-family and two-family 
houses. The new company, the Swedish Real Estate 
Credit Company, will have an initial capital of SKr 10 
million, which will later be raised to a figure not exceed- 
ing SKr 30 million. In recent years the taking over of 
building credits from the commercial banks by long-term 
lending institutions has not proceeded at a normal pace, 
and this situation has resulted in rising costs. The banks 
wish to check this trend by creating a new institution, 
which from the outset will assure the taking over of 
building credits. 
Source: Svenska 


April 7, 


Dagbladet, 
1959. 


Stockholm, Sweden, 


U.S. Loan fo Finland 

The United States has granted Finland a credit of 
Fmk 340 million (US$1,059,000), to be used for the 
expansion of terminal facilities for distribution of petro- 
leum products, particularly in northern Finland where 
increased industrialization is expected. The loan is made 
by the Export-Import Bank of Washington from Finnish 
currency that the United States received from sales of 
U.S. surplus agricultural commodities under Public 
Law 480 and will be repaid in ten years. 
Source: The Export-Import Bank of Washington, Press 

Release, Washington, D.C., May 8, 1959. 


Regulation of Andorran Banks 

The Andorran Legislative Council has issued a decree 
“to protect the Andorran economy and the currencies 
of neighboring countries,” forbidding Andorran banks 
to make payments for imports not for home consump- 
tion, i.e., in transit to Spain, or to open accounts in the 
name of nonresident foreigners; one month’s grace is 
given for the closure of such accounts. Andorran banks 
must also make a sworn declaration to the authorities 


of the names of their shareholders and their holdings. 


Source: The Times, London, England, April 30, 1959. 


Exchange Rates in Spain 

The exchange rate for Spanish exports of cork has 
been established at 50 pesetas per U.S. dollar, which is 
equivalent to a premium of 8 pesetas per dollar. Ex- 
porters will also be allowed to retain 5 per cent of their 
exchange earnings in order to purchase imported ma- 
chinery to be used in the industry. 
Source: Departamento 
tral, Boletin 
April 1959. 


Banco Cen- 


Madrid, 


Extranjero del 


Informativo, Spain, 


German-New Zealand Trade Agreement 

A trade agreement signed at Bonn on April 20 
between the Federal Republic of Germany and New 
Zealand permits some measure of access to the German 
market for major New Zealand exports with the possi- 
bility of expansion later. The agreement is effective in 
the first instance for two years. New Zealand has the 
right to tender for annual quotas for 6,500 tons of beef, 
250 tons of canned meat, 250 tons of mutton and lamb, 
750 tons of buttermilk powder, DM 3.5 million worth 
of apples and pears, DM 1 million worth of meat 
extracts, DM 8 million worth of clover and grass seeds, 
DM 600,000 worth of blood meal and dried blood, and 
DM 500,000 worth of frozen and canned vegetables. 
No fixed quotas have been established for full+ and 
skimmed milk powder, butter, cheese, or honey, but 
New Zealand has the right to compete for whatever 
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volume of these commodities the German Government 

may decide to import. 

Source: New Zealand Embassy, News from New Zea- 
land, Washington, D.C., April 1959. 


German Capital Investment in Bulgaria 

Friedrich Krupp and Orenstein-Koppel und Liibecker 
Maschinenbau A.G. have jointly secured a contract 
from the Bulgarian State metal import agency for the 
delivery, to be completed early in 1961, of open-cast 
mining equipment and spare parts to the value of about 
DM 28 million, of which the larger part will accrue to 
Krupp’s. Payment will be made by deliveries of Bul- 
garian products, especially tobacco and agricultural 
produce, and the transaction is guaranteed by the Bul- 
garian National Bank. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

April 9, 1959. 


Reduction of Working Hours in German Coal Mines 

A new agreement between the Ruhr mine owners’ 
association and the miners’ trade union provides for the 
introduction of a 40-hour week in the German coal 
mines from May 1. There will at first be some loss of 
pay, since it has been agreed that the increase in hourly 
earnings necessary to bring weekly wages up to the 
present level shall be spread over the next two years. 
By May 1, 1961, a miner working a 5-day week of 40 
hours will be receiving the same amount as he is now 
paid for a 6-day week of 45 hours. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

April 7, 1959. 


Middle East 
Egyptian High Denomination Banknofes 


The withdrawal from circulation of LE 50 and 
LE 100 notes was completed in Egypt by order of the 
Ministry of Economy on April 24, instead of the day 
originally designated, May 2 (see this News Survey, 
Vol. XI, p. 344). Of a total issue of LE 49 million, 
LE 3 million is left outstanding, and even if all these 
notes are outside the country, which is thought to be 
unlikely, it is believed that their disappearance from 
exchange markets abroad will not make much differ- 
ence to the international value of the Egyptian pound 
Sources: The Manchester Guardian, Manchester, Eng- 

land, April 24, 1959; The Times, London, 
England, May 1, 1959. 


Egyptian Cotton Sales in Italy 

By an agreement between Italy and the United Arab 
Republic signed in Cairo on April 29, Italian spinners 
will be able to buy Egyptian cotton at a premium of 
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35 per cent on the official exchange value of the lira 
against the Egyptian pound. The system of premiums 
for hard currency purchases of cotton was first intro- 
duced over a year ago when a standard premium rate 
of 27.5 per cent was created. This was later reduced 
to about 17 per cent, the figure also established for 
exchanges of foreign currencies by tourists in Egypt, 
but the 27.5 per cent rate was subsequently restored. 
The agreement provides that steps shall be taken by 
Italy for the importation of Egyptian cotton direct from 
the Egyptian region in order to increase Italian lira 
earnings by the region. Egypt is at present indebted 
to Italy to the extent of LE 18 million, and the agree- 
ment provides for settlement of this account over a 
period of ten years. 


Source: The Times, London, England, May 1, 1959. 


Far East 


India’s State Trading Corporation 

The report of the State Trading Corporation of India 
for the year ended June 30, 1958 shows an increase in 
the turnover in commodities directly traded by the 
Corporation from about Rs 100 million (US$21 mil- 
lion) in 1956-57 to Rs 286 million ($60 million) in 
1957-58. Among the commodities traded were mineral 
ores, heavy chemicals, fertilizers, nonferrous metals, raw 
silk, jute bags, woolen fabrics, handicrafts, and shoes. 

During 1957-58, the Corporation was instrumental 
in arranging business contacts for private exporters with 
countries with controlled economies. With a view to 
securing balanced trade with Eastern European coun- 
tries, the Corporation provided special rupee payment 
arrangements and overdraft facilities; similarly, special 
arrangements were concluded with trading and manu- 
facturing organizations in Mainland China and North 
Korea. The total value of contracts registered under 
such arrangements was Rs 195 million ($41 million). 
Export products covered thereby included edible oils, 
spices, hides and skins, crushed bones, tea, coffee, mica, 
and certain light engineering goods. In addition, a bar- 
ter agreement provided for the export of jute textiles, 
cotton waste, hemp, and sugar to North Viet-Nam in 
exchange for rice. 

Under an agreement concluded between India and 
Japan in March 1958, providing for the export of two 
million tons of iron ore annually to Japan for a period 
of ten years commencing in 1964, the export of ores 
will be effected by the Corporation. 

The program of cultivating and developing overseas 
markets for Indian manufactures produced significant 
results. Woolen fabrics were marketed for the first 
time, and sales of handicrafts to new markets rose by 
50 per cent. The report points out that the wide variety 
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of lines handled by the Corporation provides significant 
opportunities for private manufacturers and traders to 
participate in the Corporation’s business. Over 500 
firms and manufacturing concerns were associated with 
the Corporation during 1957-58. 


Source: Information Service of India, Jndiagram, Wash- 
ington, D.C., May 1, 1959. 


India's National Income Estimates 

According to estimates released by the Central Sta- 
tistical Organization of the Government of India, India’s 
national income for 1957-58, at 1948-49 prices, was 
Rs 108.30 billion, compared with a revised estimate of 
Rs 110.00 billion in 1956-57. 

Whereas in 1956-57 there had been improvements 
over the previous year, in both the agricultural and 
nonagricultural sectors, in 1957-58 there was a sharp 
decline in agricultural production, which was, however, 
partly offset by an increase in the nonagricultural 
sector. 

During the five years 1951-52 to 1955-56, India’s 
national income in real terms rose by 18.4 per cent; the 
increase in 1956-57 was 5.0 per cent. In 1957-58, there 
was a decline of 1.5 per cent. Per capita income in real 
terms, which rose by 11.1 per cent during 1951-52 to 
1955-56 and by 3.6 per cent in 1956-57, fell by 2.8 per 
cent in 1957-58. 

At current prices, India’s national income is estimated 
at Rs 113.60 billion in 1957-58 and at Rs 113.10 
billion in 1956-57. Per capita income at current prices 
works out at about Rs 289 (US$60.70) in 1957-58. 
Source: The Times of India, Bombay, India, April 29, 

1959. 


Indian Currency Legislation 

With a view to stopping the leakage of exchange 
through illegal exports of rupee currency to the Persian 
Gulf area, and particularly to Kuwait, in payment for 
illicit gold imports, the Reserve Bank of India Act has 
been amended to authorize the issue of special rupee 
banknotes for circulation in that area. These notes will 
not be legal tender in India, but will otherwise be in the 
same position as the standard rupees now circulating in 
the area, which are to be replaced and repatriated within 
a specified period of time, after which Indian rupce 
notes brought in from abroad will not be accepted for 
encashment by the Reserve Bank of India. The new 
notes will be freely exchangeable into sterling or Indian 
currency only at the office of the Reserve Bank in 
Bombay. 

One estimate of the cost imposed upon Indian official 
reserves of illicit gold imports is around £30-40 million. 
The circulation of Indian rupees in the Persian Gulf 
area began when the rupee was a full-weight silver coin 
in circulation alongside the Maria Theresa dollar and 
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the sovereign, and their use continued after the rupee 

became a paper currency. 

Sources: Information Service of India, Indiagram, 
Washington, D.C., April 30, 1959; The 
Financial Times, April 30, 1959, and The 
Economist, May 9, 1959, London, England. 


U.S.—Malayan Investment Guaranty Agreement 
The Federation of Malaya and the United States 

brought into effect on April 21 an Investment Guaranty 
Agreement, which is intended to encourage and protect 
U.S. private investment in the Federation of Malaya. 
The Agreement offers U.S. investors the opportunity to 
insure new investments in the Federation of Malaya 
against financial loss in the event of expropriation of 
investment property. The Agreement also guarantecs 
convertibility into U.S. currency and transferability to 
the United States of the invested capital and of any 
profits derived from the investment. Insurance, at 
annual premium rates of 2 of 1 per cent for each type 
of coverage, will be issued by the U.S. Government for 
one or both coverages, and compensation to the insured 
will be made in U.S. currency. In order to qualify 
under the program, a specific project must be approved 
by the Government of the Federation of Malaya. In 
addition, the U.S. Government requires that the pro- 
posed project must aid the economic development or 
trade of the Federation of Malaya. 

Sources: Embassy of the Federation of Malaya, News 
Bulletin, Washington, D.C., April 30, 1959, 
Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., May 4, 
1959. 


Japan's Foreign Investment Abroad 

According to the Ministry of International Trade and 
Industry, the outstanding value of Japan’s private invest- 
ment abroad on January 1, 1959 was US$114 million. 
Of this total, $61.5 million represented the value of 
share capital acquired by Japanese nationals and $50.7 
million represented loans. The investments were chiefly 
in North and South America and South and Southeast 
Asia. 

As of January 1, 1959, there were, also, 118 
instances of technical assistance rendered by Japan to 
foreign countries, principally in South and Southeast 
Asia. 

Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, May 4, 1959. 


United States 
U.S. Employment 


U.S. employment rose to 65 million in April, an 
increase of 1.2 million over the previous month and 
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double the normal seasonal increase. Unemployment 
fell by 735,000, to 3.6 million; the decline was twice as 
large as expected on a seasonally adjusted basis. The 
rate of unemployment in April was 5.3 per cent of the 
civilian labor force, compared with 5.8 per cent in 
March and 7.6 per cent during the recession peak in 
August 1958. The than seasonal decline in 
unemployment was due to unusually high activity in 
the construction industry and large rehiring in durable 
goods manufacturing. Purchases of steel as a hedge 
against a possible strike in mid-1959 are believed to 
have been an important factor in the latter development. 
The number of long-term unemployed persons has 
declined considerably during the last two years, from 
36.8 per cent of the total unemployed in April 1957 
to 26.2 per cent in April 1959. 

The workweek in manufacturing rose in April to 40.3 
hours, the same as the prerecession workweek in 
April 1955 and April 1956. Average weekly earnings 
rose during the month by 63 cents to a new high of 
$89.87. 


more 


Source: The Wall Street Journal, New York. N.Y.. 
May 12, 1959. 


U.S. Gold Outflow 


U.S. Treasury sales of gold to foreign purchasers rose 
sharply in April and early May, after diminishing some- 
what in the first quarter of 1959. Sales totaled $176 
million in the three weeks ended May 6, compared with 
$92 million during the entire first quarter of the year. 
U.S. gold stocks are presently at their lowest point since 
May 1946. 

The recent intensified outflow is attributed to the 
continuing decline in the U.S. export surplus and to the 
effects of the price of gold, which is now lower in the 
United States than in London. The U.S. surplus on 
goods and services fell from $720 million in the fourth 
quarter of 1958 to $240 million in the first quarter of 
this year, and had amounted to almost $1 billion a year 
earlier. Exports continued to fall in the first quarter of 
1959, while imports rose. 

Source: The Wall Street Journal, New York, N.Y., 
May 8, 1959 


Latin America 


Fiscal Policy in Nicaragua 
In March 1959 the Nicaraguan Congress approved 


an omnibus law which provides for increases in govern- 
ment expenditures and new revenue measures. A sub- 
sidy of C$100 is granted for each manzana (1% acres) 
of cotton planted in the 1958-59 season and a subsidy 
of C$9 per quintal (1 quintal = 100 pounds) for cotton 
held under the cotton “pool” on January 1, 1959. The 
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basic tax of US$3 per quintal on coffee exports is to 
be eliminated. A number of minor exports will hence- 
forth be transacted at the rate of C$7 per US$1 instead 
of the C$6.60 rate previously in effect. 

Import duties are to be increased on 458 commodi- 
ties, including certain food products, beverages, and 
tobacco, inedible crude materials, combustibles and 
lubricants, vegetable and animal oils and fats, chemical 
products, machinery and transport equipment, and mis- 
cellaneous manufactured articles. Revised income tax 
rates, which are to be effective in the year beginning 
July 1, 1959, range from 4 per cent on the first C$40,000 
of taxable income to a maximum of 30 per cent on any 
part of net taxable income in excess of C$2 million. The 
income tax was formerly levied at rates ranging from 
4 per cent on the first C$40,000 to a maximum of 
18 per cent on any part of net taxable income in excess 
of C$1 million. The new law also includes provisions 
for the elimination of evasion. Consular fees will be 
increased from 5 per cent to 7 per cent of the c.ilf. 
value of imports, and a new 6 per cent tax will be 
imposed on airplane tickets. 

Source: La Gaceta, Diario Oficial, Managua, Nicaragua, 
March 13, 1959. 


Peru's Exchange Position 

Peru’s receipts of foreign exchange in January 1959 
were US$1.1 million greater than in January 1958, and 
receipts in February were practically the same as in the 
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previous year. However, in March they fell by $5.4 
million, and the balance of payments for the first quarter 
of 1959 showed a deficit of US$11.7 million. The 
Central Reserve Bank allowed the certificate exchange 
rate to find its own level, and the quotation at the end 
of March was S/. 27.60 per U.S. dollar. During a 
strike of bank employees the demand for foreign 
exchange fell and the rate at the beginning of May 
was S/. 27. 


Source: Banco Continental, News Letter, Lima, Peru, 
May 4, 1959. 


Argentine Stabilization Program 

The President of Argentina, in a message to the 
National Congress, sketched the background of the 
stabilization program which his Government introduced 
at the end of 1958. Currency issue in the preceding 
ten years had risen from M$N 7.6 billion to M$N 70 
billion. During this period, per capita production had 
remained almost stationary while the foreign debt had 
increased until it exceeded Central Bank reserves by 
US$1.1 billion; Central Bank reserves had declined to 
US$250 million. The foreign exchange deficit for 1958 
was estimated at $360 million, which was more than 
the amount of exchange available. Government revenue 
was equal to only about half of government expendi- 
tures. Government workers numbered 10 per cent of 
the population, and their pay accounted for 80 per cent 
of government receipts. 

To meet this situation the Argentine Government 
introduced a program which included a unified freely 
fluctuating exchange rate, termination of quantitative 
import restrictions, elimination of the deficits of the 
Government and of public entities, limitations on pri- 
vate credit expansion, gradual freeing of prices, and a 
realistic wage policy based on increases in output. The 
program had as its foundation a sound monetary policy 
which would end the inflation as quickly as possible and 
establish equilibrium between internal and external 
prices. 

The Minister of National Economy, Dr. Del Carril, 
recently reviewed developments since the stabilization 
program was introduced. There have been certain short- 
falls in its implementation. During the first four months 
of 1959, currency issue rose by about M$N 6.6 billion, 
or nearly 10 per cent. Of this increase, M$N 3.5 billion 
was issued to cover exchange guarantees granted by 
the Central Bank prior to 1959. It had been expected 
that this expansion would be offset by special taxes on 
merchandise purchased earlier at lower prices but cur- 
rently sold at prices reflecting the newly depreciated 
exchange rate. However, permission has been granted 
to pay these taxes over a period of 12 months, and this 
means a substantial monetary disequilibrium. 
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Central Bank advances to the National Government 
also increased by M$N 2.9 billion. This expansion has 
not contributed to inflationary pressure because it has 
been backed by the use of foreign exchange credits. 
These credits have been negotiated because it has not 
proved possible to eliminate the fiscal deficit in one 
year. The budgetary deficit in 1957-58 was M$N 16.6 
billion, and the current budget presents serious problems 
because of prior commitments which must be met. These 
include M$N 3.1 billion for railroad workers, M$N 2.5 
billion for teachers, and M$N 1.7 billion to cover 
provincial deficits. The deficits of public enterprises 
have also not yet been eliminated, although the Govern- 
ment is insisting that they should live within their 
receipts and that all increases in costs be reflected in 
increased prices. 

The expansion of credit to the private sector, which 
in the first four months of 1958 had increased by 
MS$N 2.7 billion, has been restricted. In the first four 
months of 1959, credit to the private sector increased 
by M$N 1.8 billion. However, the credit position of 
the private sector has been eased by the liquidity 
resulting from the substantial credit increase of 1958 
and by the release of advance deposits on imports 
amounting to M$N 1.1 billion during 1959. A sub- 
stantial increase in savings deposits, which in the first 
four months of 1959 rose by approximately M$N 2.7 
billion, or 30 per cent, has also eased the monetary 
situation. 

The Minister of National Economy indicated that 
the stabilization program has already achieved sub- 
stantial results. Subsidies have been eliminated, prices 
for most consumer goods have been freed, and price 
indices show prices to be tending toward stability. 
Increased prices for public services, fuels, and imported 
items have been absorbed. Wage increases have been 
granted while an atmosphere of better understanding 
in industrial relations has been maintained. Many pro- 
posed wage settlements have been postponed as being 
contrary to the national interest. The Government has 
led the way by granting smaller wage adjustments than 
in other sectors of the economy. The progress so far 
accomplished indicates clearly that additional support 
for the stabilization program is now justified. 

Sources: La Nacién, Buenos Aires, Argentina, April 28 
and May 2, 1959. 


Other Countries 
Australia’s Balance of Trade 


Estimates of Australia’s balance of trade in the first 
eight months of 1958-59 (July to February) show a 
deficit of £A 15 million, compared with a surplus of 
£A 46 million in the corresponding period of the pre- 
vious year. The value of exports amounted to £A 515 
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million, compared with £A 579 million in the previous 
year; exports to the United Kingdom were well main- 
tained as a result of a rise in the value of the foodstuffs 
which comprise a large part of Australia’s exports to 
that market, but exports to other OEEC countries fell 
by £A 57 million, from £A 149 million to £A 92 million, 
largely because of the lower value of wool exports, 


which comprise a large part of Australian exports to 
the European continent. Imports fell very slightly; in 
value they amounted to £A 531 million, compared with 
fA 533 million in the previous year. The value of 
imports from the United Kingdom fell from £A 222 mil- 
lion to £A 206 million; on the other hand, imports from 
OEEC countries were slightly higher in value and there 
was a significant increase in the value of imports from 
non-sterling countries outside the dollar area mainly 
because of increased imports of petroleum. 

Trade figures for January to March 1959 indicate an 
improvement in Australia’s trading position. The value 
of exports is provisionally estimated to be £A 17 million 
greater than in the corresponding period of the year 
before and the value of imports £A 7 million less. As a 
result, in that three months Australia had a trade sur- 
plus of £A 13 million, whereas there was a deficit of 
tA 11 million in the corresponding quarter of 1958. 
Source: Treasury Information Bulletin, Canberra, Aus- 
tralia, April 1959. 


Australia’s Gold Subsidy 


The Federal Government has increased by 10s., to 
{A 3 Ss. per ounce, the maximum subsidy rate to be 
paid to marginal gold producers in Australia. The flat 
rate subsidy to small producers will be increased from 
£A 2 to £A 2 8s. per ounce, and the subsidy scheme 
will be extended for a period of three years from 
June 30, 1959. 


Source: The Times, London, England, May 7, 1959 


Morocco’s Exchange Policy 

The Moroccan Vice-Premier and Minister of National 
Economy and Finances has stated that the unpegging 
of the Moroccan franc from its previous relationship 
with the French franc (see this News Survey, Vol. XI, 
p. 212) indicated the refusal of Morocco to undertake 
a devaluation which would have given rise to serious 
economic and social disturbances. 
that, had Morocco devalued its currency, the rise in 
prices would have affected two thirds of its domestic 
trade. The inflationist pressures that would have been 


It was estimated 


generated were not similar to those which were respon- 
sible for the devaluation in France. The determining 
factor in the Government’s decision was the need to 
preserve the present balance between prices and wages. 
Development in the last ten years had been impeded 
by the high level of domestic prices, both agricultural 


and industrial, and this situation was to be explained 
to a large extent by the contagious effect of French 
prices on Moroccan prices, and the successive devalua- 
tions in Morocco which had followed devaluations in 
France. The unpegging of the exchange rate allowed 
Morocco to establish a safety wall between French 
and Moroccan prices. 

Source: Embassy of Morocco, Economic News from 

Morocco, Washington, D.C., April 1959. 


Gold Reserve in Ghana 


The Government of Ghana has decided that an inde- 
pendent holding of gold should be accumulated to form 
part of Ghana’s external reserves. The gold, which will 
be acquired over a period of several years, will be pur- 
chased from the companies engaged in gold mining in 
Ghana, whose output in 1958 amounted to 853,000 
fine ounces. 


Source: Barclays Bank D.C.O., Overseas Survey 1959, 
London, England. 


Capital Investment in Nigeria 

The Nigerian Federal Minister of Finance has an- 
nounced the intention of the Government to raise a loan 
of at least £2 million from local sources in May. Mem- 
bers of the public will be invited to make applications 
to any bank in Nigeria, and sums as small as £10 will 
be accepted. Interest will be paid at a fixed rate of 
5-6 per cent per annum and the money will be repaid 
after 5, 10, or 20 years. 

The first issue of shares by a public company in 
Nigeria has been made by the Nigerian Cement Com- 
pany Ltd. An issue of 174,898 ordinary shares was 
oversubscribed to the extent of more than £30,000. Of 
the total number of applications for shares, 1,172 were 
for the minimum number of ten for which application 
could be accepted. 

Source: Federal Ministry of Research and Information, 
Federal Nigeria, Lagos, Nigeria, April 1959 
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